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Abstract: This study aims to examine and analyze the influence of financial ratios (liquidity, 
leverage, profitability, free cash flow and market value) and non-financial factors (auditor 
reputation and type of industry) on bond rating with earning management usage as an 
intervening variable in companies that listed on the Indonesian stock exchange (IDX). This 
study population are all the companies that listed on the IDX and rated by PT PEFINDO 
2013-2015, amounting to 54 companies and once used as a sample. Data analysis using 
multiple linier regression and path analysis with sobel test. The results showed that 
simultaneous financial ratios (liquidity, leverage, profitability, free cash flow and market 
value) and non-financial factors (auditor reputation and type of industry) and earning 
management significant effect on bond rating. In partial, profitability, auditor reputation, 
and type of industry positive significant effect on bond rating, but earning management 
negative significant effect on bond rating. While liquidity, leverage, free cash flow, and 
market value no significant effect on bond rating. Sobel test showed that indirectly, earning 
management cannot mediate the relationship between financial ratios (liquidity, leverage, 
profitability, free cash flow and market value) and non-financial factors (auditor reputation 
and type of industry) on bond rating. 
Keywords: Bond Ratings, Earning Management, Liquidity, Leverage, Profitability, Free 
Cash Flow, Market Value, Auditor Reputation and Type of Industry. 
 
INTRODUCTION 
Bonds are one source of funding for companies that can be obtained from the capital 
market. Besides being used as a means of expansion, bonds can also be used as a means to 
strengthen capital for the company. Bonds are attractive to investors because of their security 
advantages compared to stocks, because the bondholders have the first right to the assets of 
the company if the company experiences liquidation. Bonds also provide a fixed income and 
a positive return as well as a low risk when compared to stocks so that it will attract investors 
who are risk averse. 
Although bonds are a safe investment, investors need sufficient information to assess 
the risk and return of a bond. Bond ratings issued by rating agencies are one of the inputs in 
determining investment decisions on bonds. By comparing several bond ratings on bond 
rating, investors should be able to assess whether the bonds fall under the category of 
investment grade or non investment grade. 
One of the bond ratings is determined by the results of the company's financial 
statements, if the performance of a company is good, the bonds will also have a good rating, 
so that many investors will be interested in the bonds. One way to make financial statements 
look good is to do earnings management. This earnings management is carried out to provide 
rating agencies with information about the company's positive financial performance, so that 
it can provide the best rating. With this good rating, it can certainly increase trust and 
maximize the funds that enter the company. 
Previous research related to bond ratings conducted by linking financial factors and 
non-financial factors including research conducted by Kurniasih (2015) which states that 
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liquidity has a significant effect on bond ratings, in contrast to the results of research by 
Magreta and Nurmayanti (2009) which states that liquidity no effect on bond ratings. Satoto 
(2011) states that leverage has a significant effect on bond ratings, while research conducted 
by Nurakhiroh, et al (2014) states that leverage does not affect the bond rating. The research 
conducted by Septyawanti (2013) states that profitability has a significant effect on bond 
ratings, while research conducted by Satoto (2011) states that profitability does not have a 
significant effect on bond ratings. In addition, research conducted by Thamida & Lukman 
(2013) states that auditor reputation has a significant effect on bond ratings, while research 
conducted by Sejati (2010) and Magreta and Nurmayanti (2009) states that auditor reputation 
does not have a significant effect on ratings. bond. 
From the phenomenon and inconsistency of the results of previous studies, the 
researchers are interested in re-examining the factors that influence bond ratings. Through 
this research, researchers will combine earnings management as an intervening variable with 
the aim to provide empirical evidence that one of the bond ranking determinations is based on 
financial performance and non-financial factors and assess whether there is influence of 
earnings management on bond ratings. 
 
Research Objective 
The purpose of this study was to determine and analyze the effect of financial ratios 
(Liquidity, Leverage, Profitability, Free Cash Flow and Market Value) and non-financial 
factors (Auditor Reputation and Industrial Types) on earnings management simultaneously 
and partially and to analyze the effect of financial ratios and non-financial factors on bond 
ratings directly and indirectly through earnings management as an intervening variable for 
companies listed on the IDX. 
 
Hypothesis Research 
1. Financial Ratios (Liquidity, Leverage, Profitability, Free Cash Flow and Market Value) 
and non-financial factors (Auditor Reputation and Industrial Types) have a simultaneous 
and partial effect on earnings management in companies listed on the IDX. 
2. Financial ratios (Liquidity, Leverage, Profitability, Free Cash Flow and Market Value) and 
non-financial factors (Auditor Reputation and Industrial Types) directly affect the bond 
rating and indirectly through earnings management as an intervening variable on bond 
ratings in companies listed on the IDX. 
 
METHODOLOGY 
The study is causal associative research with a total population of 54 companies listed on the 
Stock Exchange with the criteria to issue bonds and get a rating from PEFINDO in 2013-2015. 
In this study sampling using census method, namely the number of the entire population is the 
research sample, and test the classical assumptions with the normality test, multicollinearity 
test, heteroscedasticity test, and autocorrelation test. Hypothesis testing is carried out with 
multiple linear regression equations and path analysis in the following two hypothesis models: 
 
Y2  =  a +  b1X1.1+ b2X1.2 +b3X1.3 +b4X1.4 + b5X1.5+ b6X2.1 + b7X2.2 + e1  ( Model 1) 





















x1.5  = Market Value 
x2.1 = reputation Auditor 
x2.2 = Industrial Type 
b = regression coefficient 
e = Error term 
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Hasil Uji Multikolinearitas Untuk 





(Constant)   
Likuiditas ,828 1,208 
Leverage ,386 2,593 
Profitabilitas ,650 1,539 
Free_Cash_Flow ,783 1,278 
Market_value ,937 1,068 
Reputasi_Auditor ,820 1,219 
Jenis_Industri ,388 2,579 
a. Dependent Variable: Manajemen_Laba 
Sumber: Data Olahan SPSS, 2016 
Hasil Uji Multikolinearitas Untuk  





(Constant)   
Likuiditas ,812 1,232 
Leverage ,384 2,604 
Profitabilitas ,552 1,813 
Free_Cash_Flow ,440 2,273 
Market_value ,901 1,110 
Reputasi_Auditor ,809 1,235 
Jenis_Industri ,346 2,890 
Manajemen_Laba ,536 1,866 
a. Dependent Variable: Peringkat_Obligasi  
Sumber: Data Olahan SPSS, 2016 
 
Grafik Plot Uji Normalitas Model 1 
 
Grafik Plot Uji Normalitas Model  2 
 Tabel 5.3 
Hasil Uji Kolmogorov Smirnov Untuk Model Persamaan 2 














Kolmogorov-Smirnov Z 1,088 
Asymp. Sig. (2-tailed) ,187 
a. Test distribution is Normal. 
b. Calculated from data. 
       Sumber: Data Olahan SPSS, 2016 
Hasil Uji Kolmogorv Smirnov Untuk Model Persamaan 1 














Kolmogorov-Smirnov Z 1,053 
Asymp. Sig. (2-tailed) ,217 
a. Test distribution is Normal. 
b. Calculated from data. 
Sumber: Data Olahan SPSS, 2016 
 
 







RESULT AND DISCUSSION 
















The table shows that the Asymp.Sig (2-tailed) value is 0.217 and 0.187 in the KS test which 
















In the graph above, the data distribution points are located along the diagonal line. 












X1.2 = Leverage 
X1.3 = Profitability 













Pada Tabel Persamaan 1 dan 2 terlihat bahwa nilai VIF untuk semua variabel 
independen Model Persamaan 1 dan 2 berada di bawah 10, dan nilai tolerance di atas 0,10, 




Chart of Heteroscedasticity Test Plot Model Equation 1 
 
 Chart of Heteroscedasticity Test Plot Model Equation 2 
Pada Gambar dapat dilihat titik menyebar secara acak tidak membentuk sebuah pola 
tertentu yang jelas serta tersebar di atas maupun di bawah angka nol pada sumbu Y, hal ini 




           Model Autocorrelation Test Equation 1 







a ,464 ,440 1,967 
Source: Processed Data of SPSS, 2016  
Pada Tabel dapat diketahui bahwa nilai dari Durbin-Watson Model Persamaan 1 
menunjukkan tidak terjadi autokorelasi, karena Tabel di atas menunjukkan bahwa nilai DW 
yang didapatkan sebesar 1,967. Dengan tingkat siginifikansi 5% dapat diketahui nilai dU 
sebesar 1,8339. Maka dapat disimpulkan bahwa dU < DW < (4-dU) atau 1,8339 < 1,967 < 




      Model Autocorrelation Test Equation 2 
 




2 ,518a ,269 ,231 2,149 
Source: Data processed by SPSS, 2016  
Pada Tabel dapat diketahui bahwa nilai dari Durbin-Watson Model Persamaan 2 
menunjukkan tidak terjadi autokorelasi, karena Tabel di atas menunjukkan bahwa nilai DW 
yang didapatkan sebesar 2,149. Dengan nilai dU sebesar 1,8475 Maka dapat disimpulkan 
bahwa dU < DW < (4-dU) atau 1,8475 < 2,149 < 2,2475. Hal ini menunjukkan tidak terjadi 
autokorelasi pada model regresi persamaan 2 yang digunakan. 
 
Hypothesis testing 
Direct Influence Significance Testing (H1) 










X1, X2, X3, X4, X5, X6, 
X7 terhadap Y1 
 19,058 Signifikan 
X1, X2, X3, X4, X5, X6, 
X7, Z terhadap Y2 
 7,032 Signifikan 
X1  Terhadap Y1 0,115  
Tidak 
Signifikan 
X2  Terhadap Y1 - 0,076  
Tidak 
Signifikan 
X3  Terhadap Y1 0,383  
Positif 
Signifikan 
X4  Terhadap Y1 - 0,730  
Negatif 
Signifikan 
X5  Terhadap Y1 0,150  
Positif 
signifikan 
X6  Terhadap Y1 - 0,093  
Tidak 
Signifikan 
X7  Terhadap Y1 0,408  
Positif 
Signifikan 
X1  Terhadap Y2 - 0,072  
Tidak 
Signifikan 
X2  Terhadap Y2 - 0,012  
Tidak 
Signifikan 
X3  Terhadap Y2 0,235  
Positif 
Signifikan 
X4  Terhadap Y2 - 0,133  
Tidak 
Signifikan 
X5  Terhadap Y2 - 0,131  
Tidak 
Signifikan 
X6  T terhadap Y2 0,355  
Positif 
Signifikan 
X7  Terhadap Y2 0,237  
Positif 
Signifikan 






























X2 = Leverage 
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X3 = Profitability 




X6 = Auditor Reputation 




Indirect Influence Hypothesis Test (H2) 












X1  Terhadap Y -0,0268 -0,081 1,654 
Tidak 
Signifikan 
X2  Terhadap Y 0,0177 0,081 1,654 
Tidak 
Signifikan 
X3  Terhadap Y -0,0891 -0,787 1,654 
Tidak 
Signifikan 
X4  Terhadap Y 0,1700 0,080 1,654 
Tidak 
Signifikan 
X5  Terhadap Y -0,0350 -0,081 1,654 
Tidak 
Signifikan 
X6  Terhadap Y 0,0216 0,080 1,654 
Tidak 
Signifikan 





                 Source: Processed Data of SPSS, 2016 
 
The indirect effects shown in the table must be tested whether significant or not using the 
Sobel test. If significant, it can be concluded that there is a significant mediation effect. The 
Sobel test results can be seen in the following table : 
 
Sobel Test Results 











X1  Terhadap Y -0,0268 -0,081 1,654 
Tidak 
Signifikan 
X2  Terhadap Y 0,0177 0,081 1,654 
Tidak 
Signifikan 
X3  Terhadap Y -0,0891 -0,787 1,654 
Tidak 
Signifikan 
X4  Terhadap Y 0,1700 0,080 1,654 
Tidak 
Signifikan 
X5  Terhadap Y -0,0350 -0,081 1,654 
Tidak 
Signifikan 
X6  Terhadap Y 0,0216 0,080 1,654 
Tidak 
Signifikan 
X7  Terhadap Y -0,0950 0,081 1,654 
Tidak 
Signifikan 
Sumber: Data Olahan SPSS, 2016  
In the table it can be seen that the results of the significance test for the indirect effect 
of financial ratio variables (Liquidity, Leverage, Profitability, Free Cash Flow and Market 
Value) and non-financial factors (Auditor Reputation and Industrial Types) on bond ratings 
with earnings management as intervening variables generate t count for each of these 
variables is -0.081, 0.081, -0.787, 0.080, -0.081, 0.080, 0.081 smaller than t table with a 
significant level of 0.05 that is equal to 1.654, then the coefficient of influence is indirect for 
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each the variable is insignificant. It can be concluded that there is no significant intervening 
effect for each financial ratio variable (Liquidity, Leverage, Profitability, Free Cash Flow and 
Market Value) and non-financial factors (Auditor Reputation and Industrial Type) through 
earnings management as intervening variables.  
 
Discussion of the effect of financial ratios (Liquidity, Leverage, Profitability, Free Cash 
Flow and Market Value) and Non-Financial Factors on Auditor Reputation and 
Industrial Types) on bond ratings with earnings management as an intervening variable 
 
Based on the results of the path analysis that has been done, earnings management 
variables indirectly are not mediating variables for financial ratios (Liquidity, Leverage, 
Profitability, Free Cash Flow and Market Value) and non-financial factors (Auditor 
Reputation and Industrial Types) to rank bond. The results of this study are in line with the 
research conducted by Nurakhiroh, et al. (2014) which states that indirectly earnings 
management cannot mediate the relationship between profitability and sukuk rating. This 
could happen because PT Pefindo in determining the bond rating of a company has 
considered the possibility of an earnings management effort from the company concerned. 
This is evidenced by the significant negative influence of earnings management on bond 
ratings in the previous regression results. 
 
CONCLUSIONS AND RECOMMENDATIONS 
CONCLUSIONS  
Based on the summary of the test results and the previous discussion, the following 
conclusions can be drawn: 
1. Simultaneously, equation 1 proves that financial ratios (Liquidity, Leverage, 
Profitability, Free Cash Flow and Market Value) and non-financial factors (Auditor 
Reputation and Industrial Types) have a significant effect on earnings management. In 
equation 2 proves that financial ratios (Liquidity, Leverage, Profitability, Free Cash 
Flow and Market Value), non-financial factors (Auditor Reputation and Industry 
Type) and earnings management have a significant effect on bond ratings. 
2. Partially, equation 1 proves that only Profitability, Market Value, and Industrial Type 
variables have a significant positive effect and the free cash flow variable has a 
significant negative effect on earnings management, while the variables of liquidity, 
leverage, and auditor reputation have no significant effect on earnings management. 
In equation 2 proves that the variables of profitability, auditor reputation and industry 
type have a significant positive effect and earnings management variables have a 
significant negative effect on bond ratings. While the variables of liquidity, leverage, 
free cash flow and market value have no significant effect on bond ratings. 
3. The direct effect of financial ratios (profitability) and non-financial factors (auditor 
reputation and type of industry) on bond ratings without the mediation of earnings 
management is the actual relationship. While the variables of financial ratios 
(liquidity, leverage, free cash flow and market value) are not factors that affect bond 
ratings directly. 
4. Indirect influence of financial ratios (Liquidity, Leverage, Profitability, Free Cash 
Flow and Market Value) and non-financial factors (Auditor Reputation and Industrial 
Types) on bond ratings cannot be mediated with earnings management. In other 
words, earnings management is not an intervening variable of financial ratios 
(Liquidity, Leverage, Profitability, Free Cash Flow and Market Value) and non-





Weaknesses or shortcomings that are found after data analysis and interpretation are 
as follows:   
1. A short research period, namely 2013-2015. 
2. This study only uses 5 financial ratios and 2 non-financial ratios. 
3. Researchers only use dummy variables in the classification of types of industries, namely 
financial and non-financial. 
 
RECOMMENDATIONS   
Based on the conclusion of the study can be given the following suggestions:   
1. Future studies are expected to take longer periods and use different models to see 
indications of earnings management, such as modification of the Jones model. In 
subsequent studies, it is also hoped that researchers will not only use secondary data 
derived from annual financial statements, but also use interim financial statements per 
year to measure the value of the independent variables used in the research model 
developed. The use of interim financial statements is expected to be more able to 
provide the accuracy of the influence of each independent variable on the bond rating. 
2. Future research can be done by developing and adding variable Size, Long-term Debt 
Leverage; Business, growth risks and so on and it is also possible to consider industry 
characteristics such as competitiveness, barries to entry, regulation, good corporate 
governance and so on. 
3. Subsequent research is expected to develop classification of industry types not only 
with dummy variables. Researchers can then measure it through business risk from 
every type of industry that exists. 
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